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Fiscal expenditure is one of the most important tools of fiscal policy in 
macroeconomic market. In 1998 and 2008, in order to cope with the Asian financial 
crisis and the global economic crisis, China has proclaimed proactive fiscal policy 
twice; it was also named expansive fiscal policy characterized by increase fiscal 
expenditure and tax reduction. Among them, the fiscal expenditure has played an 
important role to confront the two economic crises. The proactive fiscal policy made a 
great contribution to prevent economy downturn, but the problem of 
underconsumption has not been solved since 1998. At present, it is necessary for 
government to promote household consumption in the background of weak domestic 
demand. 
Firstly, except the foreword, the main part of this paper is start by the theoretical 
frame about the fiscal expenditure effect household consumption, and then it 
describes the present situation of Chinese household consumption and restricting 
factors step by step, and analyzes the financial effect and existing problems in the 
course of the expansion of domestic demand. The paper also summarizes some fiscal 
policies practice of foreign countries, thus we can learn from successful experiences 
and failure lessons. 
Secondly, on the grounds of macro perspective, the paper choose figures about 
31 provinces from 1998 to 2012, using the GMM estimation method, and it starts 
from three perspectives such as urban-rural, regional, economy cycle, discusses the 
total amount and structure of fiscal expenditure’s influence on household 
consumption. In order to promote household consumption, the paper suggests that the 
central government should adjust fiscal expenditure structure in light of the 
circumstances; instead of demand the local governments act unanimous. 
Thirdly, based on the angle of local governments, this paper take 25 counties of 















vector auto regression model to estimates the impact effect on household consumption 
from fiscal expenditure. On the part of the local government, the impact effect on 
household consumption from fiscal expenditure depends on the current economic 
situation. The policies of some economically developed regions are characterized by 
timeliness, the total amount of fiscal expenditure is bigger during the depression, and 
the contrary is the case in times of prosperity. On the other, the policies of some 
economically underdeveloped areas are characterized by rigidity; the total amount of 
fiscal expenditure is also bigger during the depression, but after the depression, the 
total amount of fiscal expenditure will not drop considerably and retain the inertia 
effect, so it can influence the relevant element continuative, such as household 
consumption, governmental revenue, and outputs level, etc. 
Finally, based on the analysis before, the paper put forward some policy 
proposals about how to promote household consumption, including increase 
consuming capacity and heighten consuming confidence. It analyses the topic from 
these angles such as to perfect fiscal expenditure structure, to adjust the distribution 
structure, and to strengthen the social guarantee system, etc. In addition, the under 
consumption of resident is one kind of market failure, it demands the government to 
take the public responsibility, and the most important thing is to cope with the 
relationship between government and market, Try to avoid their excessive 
intervention activities in markets, which is disadvantageous to make the market 
system be perfected. 
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